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COMMERCE, DEPARTMENT OF
A proposed rule issued by the Commerce Department which amends the conservative
dividend policy appeared in the 7/18/79 Fed. Reg., pp.41354-61. This
proposal would change the financial requirements which an operator of
vessels receiving an operating differential subsidy must satisfy before
declaring a dividend. The amendments would reduce the working capital
requirement, establish a new debt equity ratio requirement, and establish
a new flow net worth requirement. Co mments are sought by 9/16/79. For
more information contact Murray Bloom, Office of Subsidy Contracts, at 202/
377-4631.
COMMODITY FUTURES TRADING COMMISSION
A proposed rule on a financial early warning system has been issued (see the
7/18/79 Fed. Reg., pp.41830-32). Under the proposal, a futures
commission merchant (FCM) must give notice to the Commission when adjusted
net capital falls below established minimum standards, current books and
records are not kept, or any material inadequacy is discovered by an
independent public accountant pursuant to CFTC regulations. The proposal
is designed to afford the Commission and appropriate industry self-regulatory
organizations sufficient advance notice of an FCM's problems to make
possible such protective or remedial actions as may be needed to insure
the safety of customer funds and the integrity of the marketplace. Comments
on the proposal are due by 8/17/79. For more information contact Daniel
A. Driscoll at 202/254-8995.
COUNCIL ON WAGE AND PRICE STABILITY
Companies with consolidated net sales or revenues of $250 million or more in
its last complete fiscal year prior to 10/2/78 are requested to submit a
completed Form PM-1 for each of its compliance units for the third quarter
of the program year by 8/1/79 (see the 7/16/79 Fed. Reg., p.41169). The
Council will use the collected data to determine if firms have complied
with the voluntary standards on price deceleration, gross margins, and
the profit margin limitation. Data submitted will be given confidential
treatment in accordance with CWPS rules and regulations. For further
information contact Anne Marie Hummel at 202/456-7107.
In a related matter, legislation has been introduced (S.1524) to
prohibit enforcement of compliance with the voluntary wage and price
guidelines by withholding government contracts. Sen. Robert Dole (R-Kan)
has introduced the measure which would s e e k to overturn recent court
decisions upholding the enforcement program. The bill, which has seven
Republican co-sponsors, may be attached as an amendment to pending
appropriations legislation in order to expedite full Senate consideration
of the matter.
DEFENSE, DEPARTMENT OF
A proposed rule issued by the Defense Department Civil Preparedness Agency
which would revise existing regulations governing the program for financial
contributions to states for local civil defense personal and administrative
expenses appeared in the 7/19/79 Fed. Reg., pp. 42568-81. The program is
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designed to increase civil defense operational capability at the State and
local level by providing Federal financial assistance for essential planning
and administrative functions. The proposal includes requirements for cost
principles and implementation of OMB Circular A-102. Grantee financial
management standards include a requirement that accounting records be
supported by source documents, and that audits are conducted in accordance
with GAAS, GAO standards, and Attachment G of Circular A-102. Comments
on the proposal are due by 9/17/79. For more information contact John
McConnell at 202/697-8314.
ENERGY, DEPARTMENT OF
Three proposed reporting forms for data collection on industry energy efficiency
and utilization of energy-saving recovered materials have been published in
the
Fed. Reg., pp.41652-724. The proposed plan, corporate, and
sponsor reporting forms implement the Industrial Conservation Program.
Information on energy consumption, energy efficiency improvement and the
current use of recovered materials would be required. Comments on the
proposed reporting forms are due by 9/17/79. For more information contact
Cleveland Laird, Jr. at 202/376-1757.
FEDERAL COMMUNICATIONS COMMISSION
The Communications Act of 1979, a bill to restructure the 1934 Act, will be
postponed or abandoned for this session of Congress, according to House
Communications Subcommittee Chairman, Lionel Van Deerlin, (D-Ca). Certain
provisions of the bill were considered controversial and apparently
contributed to the lack of a required consensus on the subcommittee.
Among other things, the bill would have restructured the FCC and eliminated
the "fairness doctrine" on equal time for opposing viewpoints. Various
public interest groups vehemently opposed the provision that would have
eliminated the "fairness doctrine" and are probably responsible for the
subcommittee decision. A new bill will be introduced later this month,
but will be primarily limited to the common carrier provisions of the
earlier bill.
FEDERAL HOME LOAN BANK BOARD
An amendment for calculation of liquidity deficiency penalties to moderate
the adverse impact of net savings withdrawals on member institutions has
been proposed (see the 7/18/79 Fed. Reg., p.41827). The proposed rules
would waive the liquidity penalties related to all net withdrawals occurring
during a given month. Comments are due by 9/17/79. For additional
information contact Dwight Arnall at 202/377-6440.
FEDERAL RESERVE BOARD
Legislation that would impose a moratorium on the foreign takeover of large
U.S. banks, pending a study of such takeovers, until 4/1/81 has been
introduced by Sen. William Proxmire (D-Wis), chairman of the Senate
Banking Committee. Entitled the Foreign Bank Takeover Act, S.1539 would
halt acquisitions of domestic banks with assets of $100 million or more.
Currently foreign banks are permitted to acquire U.S. banks without
interference, while U.S. banks cannot take such action either at home or
abroad. S.1539 would require the Administration to study the competitive,
foreign policy, monetary policy, and safety and soundness implications
of foreign acquisition of U.S. banks and submit recommendations to Congress.
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Regulations which prohibit certain management official interlocks between
depository institutions, depository bolding companies, and their affiliates
have been issued by the bank regulatory agencies (see the 7/19/79 Fed. Reg.,
pp.42152-65, and 42212-19). Both final and proposed regulations are
included and comments on both are requested by 9/17/79.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The saga of hospital cost containment continued last week when the House Ways
and Means Committee approved the President’s proposal (HR 2626) by a vote
of 22-14. Former HEW Secretary Joseph Califano hailed the action as
"a major stride toward enactment of the most important piece of legislation
currently pending before the Congress..," but Committee Chairman A1 Ullman
(D-Qre) attributed it to a feeling among matters that the proposal should
be sent to the full House. Rep. Ullman apparently does not feel that
committee approval of the measure is an indication of success on the
chanter floor. The committee-approved version of HR 2626 contained 33
additional amendments, including the following: a four-year sunset
provision; bonus payments under medicare and medicaid for hospital
efficiency; use of local data in the calculation of hospital marketbaskets;
opportunity for either House of Congress to reject implementation of
mandatory controls; and pass through of implementation costs for the
System of Hospital Uniform Reporting (SHUR). Consideration of the
bill by the full House is not expected until after the August recess.
Interim regulations on the requirements for the organization and operation of
a qualified health maintenance organization (HMO) were published in the
7/18/79 Fed. Reg., pp.42060-71. The regulations contain reporting and
disclosure requirements that call for combined financial statements.
Such statements are required to be prepared by an independent auditor in
accordance with GAAP, and shall include appropriate opinions and notes.
These interim regulations are effective as of 8/17/79. Comments are due
by 9/17/79. For more information contact Howard Veit at 301/443-4106.
SECURITIES AND EXCHANGE COMMISSION
Congressional concern over the inadequacy of Federal securities law to protect
shareholders' rights, has surfaced in a letter sent to SEC Chairman
Harold Williams. Sen. William Proxmire (D-Wis), Chairman of the Senate
Banking Committee, Sen. Paul Sarbanes (D-Md), Chairman of the Senate
Securities Subcommittee, and Sen. Harrison Williams, Jr., (D-NJ), m ember
and former Chairman of the Securities Subcommittee, have asked for SEC
comments on the adequacy of current law, with a particular focus on the
involvement of banks in tender offers.
Citing their belief that current merger activity is at unacceptably
high levels, they expressed a concern that the SEC may require additional
tools to protect the rights of investors and to implement the intent of
Congress. Recognizing the changing nature of corporate activity in this
area, the Senators are concerned with the potential for conflict of interest,
occasioned by the misuse of confidential and privileged information by
commercial banks, investment banks, underwriters, and financial advisors.
There is also concern about the role of banks in financing tender offers,
with the prior knowledge that repayment to the banks will occur upon
liquidation of the corporate assets of the acquired company. The SEC,
while focusing on substance over form in this area, has long felt that
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additional enforcement tools would enable it to counter innovative
approaches to mergers and acquisitions, which in its view, have tended
to circumvent existing laws.
TREASURY, DEPARTMENT OF
The Carter administration has urged that hearings resume on proposed changes to
the carryover basis rules for estate and gift taxes. Assistant Treasury
Secretary for Tax Policy Donald Lubick called for the new hearings in a
letter sent to Sen. Harry Byrd (I-Va) and other members of the Senate
Finance C o mmittee. According to the letter, the Administration supports
the proposals contained in HR 4694, "The Carryover Basis Simplification
Act of 1979" introduced by Rep. Joseph Fisher (D-Va) on 6/29/79 and does
not intend to submit additional draft proposals. Under the Fisher bill,
estates containing carryover basis property with a market value of
$175,000 or less are excluded from the rules. The death tax adjustment
would be simplified as would be the formula for computing the "fresh start"
adjustment. Sen. Byrd adjourned hearings on carryover basis several months
ago and called for specific legislative proposals to reform the
controversial rules.
Proposed rules which would amend regulations relating to the financial
reporting conformity requirement incident to the use of last-in, first-out
(LIFO) method of inventory accounting have been published in the 7/20/79
Fed. Reg., pp.42717-19. The proposal would affect regulations under
Section 472 and taxpayers who elect the LIFO method. Under Section 472(c)
and (e), taxpayers that elect the LIFO method for Federal income tax pur
poses must not use any other inventory method for purposes of reporting
income, profit, or loss in credit statements or financial reports to
shareholders, partners, other proprietors, or beneficiaries. The proposed
amendments would provide rules for determining whether a disclosure or
information on income statements or other reports is to be considered
supplemental or explanatory. Written comments and requests for a public
hearing must be mailed by 9/17/79. For more information contact Geoffrey
B. Lannig at 202/566-3909.
Administration support of legislation that would award attorneys' fees to
prevailing parties in certain tax cases was pledged at a hearing held on
7/19/79 before the Senate Finance Subcommittee on Oversight of the IRS.
The hearing was held on S.1444, a bill introduced by Subcommittee Chairman
Max Baucus (D-Montana) and Sens. Long, Kennedy, Dole, Bentsen, Bradley and
DeConcini. Assistant Treasury Secretary Lubick and IRS Commissioner Kurtz
urged congressional approval of the bill which would award attorneys' fees
to taxpayers that prevail in civil tax actions. Costs could be awarded
in proceedings brought by or against the U.S. in any court, including the
Tax Court. Parties who are plaintiff or defendant i n suits involving the
determination, collection, or refund of any tax, or penalty imposed by the
Internal Revenue Code would be eligible for these awards. However, neither
the U.S. nor any creditor of a taxpayer would be eligible for such awards.
Under the bill, attorneys' fees would include fees for services of an
individual who is not an attorney but who is authorized to practice before
the Tax Court. Taxpayers would be deemed to have prevailed if they can
establish the U.S. position if the action or proceeding was unreasonable.
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Hearings on "Phase III" of the tax-related legislative proposals for the
President's energy program have begun. The House Ways and Means Committee
opened the latest round of hearings last week by receiving testimony
from Administration officials. "Phase III" hearings will consider such
issues as: energy tax credits for such items as solar energy, oil sale,
and wood-burning stoves; tax proposals relating to gasohol; assistance
to low income households; allocation of energy trust fund monies; and
special tax provisions designed to discourage non-energy acquisitions of energy
companies. The hearings are expected to continue until 7/26/79.

For additional information contact:
Steve Woolf, Teresa Travers or Susan Better
202/872-8190
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